HE general business situation has 
not shown in the past month the 
pronounced change to greater ac- 
tivity that had been looked for in 
3 some quarters, and this has rather 
fengthened the sentiment that businéss is in 
triod of recession, the end of which is not 
et in sight. Fall trade is expected to be un- 
ir full headway in October, and if recovery 
fanything like last Spring’s optimism was to 
ke place before next Spring, it should have 
tared last month. As a matter of fact Oc- 

ber was a disappointment to the optimists. 
1On the other hand, the influence of October 
on individual opinion depends very much 
upon what has been expected and what is one’s 
mdard of good and promising times. The 
me of business was large, consumption 
itinued on a great scale, and although re- 
fts indicate that the labor situation is not 
ined, as it was at the opening of outdoor 
vities last Spring. they seldom mention un- 
iployment. ¢ disappointment has been in 
fact that October did not give a new im- 
is to business and overcome the disposi- 
Mm manifest since last May, for traders to 
ine purchases to immediate needs. This 
al disposition is a symptom of misgiving 

it the future, and it is infectious. 


The Conservative Reaction 


herein does the situation differ from that 
ing last Spring? Throughout 1922 the 
hity was gradually working its way out of 
‘Slough of cespair in which it was floun- 
}in 1921. Confidence was slowly re- 
Sring, as the prices of farm staples im- 
ved and the revival of construction sup- 
tf work for the ‘unemployed. By the 
of 1923 the opinion had become gen- 
‘that the country had come through the 
b war depression, seen the worst of low 
and actual losses, and was going to have 

tar of good business. Buying by deal- 


‘had been on a_ hand-to-mouth basis, 

were low, and as buying increased 
S stiffened; moreover as buying increased, 
aployment disappeared, a scramble for la- 


i" 


loped, and wages rose, dealers were 


or 
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stimulated to"buy against increasing costs, 
with the result that a price movement devel- 
oped which had such a strong resemblance to 
the 1920 boom that it alarmed the country. 

‘Construction work had been the principal 
factor in the recovery, the basis for improve- 
ment in all the industries, and the rise of 
building costs was so great as to cause a 
prompt reaction. Many projects were aban- 
doned, and the publicity given to this fact had 
much to do with a general reaction of senti- 
ment. The boom spirit disappeared, and im- 
mediately talk began to be current about lower 
prices, It is natural that following any un- 
usual spurt of buying and rising prices, when 
there is reason to believe that the crest has 
been passed, prices should react. There are 
always people holding for a rise who sell when 
they believe the rise has culminated. More- 
over, after a period of buying in excess of 
normal, it is inevitable that there shall be 
a period in which buying is below normal. 

After the price movement had turned down- 
ward there was no incentive to forward buy- 
ing, and that situation has continued to this 
time, but production, consumption and rail- 
road traffic have continued upon a scale that 
has been making new records all summer. 
Will this situation continue or are we really 
headed for a decline. The situation is mixed 
to such an extent that a satisfactory answer 
cannot be made without some discussion of 
the factors in it. 

Unfavorable Factors 


The business situation, as is well known, 
tends to move in cycles of increasing and 
diminishing activity, and once a start is made 
in either direction the movement tends to 
gather impetus. When the corner has been 
definitely turned after a period of depression, 
stocks are always low and price advances 
stimulate buying, while every worker whose 
name is taken from the list of the employed 
and added to a pay roll, signifies more buying 
power in the markets. Once the recovery is 
fairly under way it goes on until the structure 
gets topheavy and unbalanced, and some dis- 
turbance shakes it down. Once prices are 
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started downward buyers hold off as long as 
they can, and every workman laid off repre- 
sents a reduction of buying power and a 
ened demand on the industries. 


The spirit of essiveness and confidence 
that was lost last Spring has not been regained, 
and the present situation is in large part psy- 
chological. People are moved to act upon one 
policy or another by what they think, and the 
effect of their actions is the same whether 
their thinking is well ordered or not. The state 
of business is largely what the state of ‘confi- 
dence ‘and enterprise makes it, and as already 
said, this state of mind is infectious; if most 
people think business is going to be poor it 
probably will not be very good. 


Industrial Costs 


This is not to say that the present situa- 
tion is altogether the result of misguided 
thinking. There are unsatisfactory conditions. 


The industrial situation, as we have pointed 
out frequently, is not well balanced, portions of 
the population having succeeded in holding 
or forcing up their compensation at the ex- 
pense of others, thus lessening consumption by 
the latter. The abnormal situation as to con- 
struction work has minimized the effect of 
these unbalanced relations for the time being, 
but they are an element of weakness, The 
policy of the labor organizations in forcing 
wages upward at every opportunity, and then 
refusing to make concessions when adjust- 
ments are necessary, is a great handicap to 
industry, It deprives it of the flexibility that 
is required to maintain balanced relations. 
The industrial organization is a great ‘co-oper- 
ative organization, made up of many factors, 
independent in a degree, yet dependent upon 
each other. The efforts to control wages and 
prices arbitrarily has an effect like that which 
would result from binding the arms of a per- 
‘son attempting to walk a tight-rope. The la- 
bor policy is to allow industry to shut down 
rather than make concessions, and the effect 
is to create a scarcity of goods until a tem- 
porary and limited demand is created at a high 
cost, most of which is paid by the wage-earners 
themselves, followed by another period of de- 
pe and partial employment. It puts the 
usiness organization under strain, and pro- 
duces spasmodic conditions. It is right and to 
be expected that wage-earners shall have a 
voice in fixing wages, and it is not of itself a 
serious matter that wage-earners are quick to 
demand higher wages when conditions are 
such that they can be paid. The free play of 
the law of supply and demand may be readily 
accepted. The harmful thing is the refusal to 
allow that free play when adjustments down- 
ward are necessary for the good of industry. 
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Non-Co-operative Spirit 

During the period of government rai 
of the railroads, the shopmen who had beea 
paid on a piecework basis, were changed to a 
time basis, and the cost of their work very 
much increased thereby. When the raileuie 85 
were returned to their owners an effort. was 
made to restore the piece-work system, upon 
a basis which would be advantageous to the 
best workers and encourage efficiency through- 
out the force. The New York Central put the 
piece-work system into effect, complaint was 
made and the Railroad Labor Board ordered 
the company to restore the time system. The 
officials had reason to believe that a large 
portion of the men preferred to be paid by 
what they did, and in support of an a 
for a rehearing on the case, they have recently 
taken a vote by the shopmen. The result was 
4,000 votes for the piece-work plan and 10,000 
for the time basis, with about 5,000 not ‘voting, 
The final decision of the Labor Board has net 
been given, but the effect of the vote is ne 
reassuring. The basis of all just compensa- 
tion is service; evidently somebody must 
create value against every wage that is paid, 
and wherever it is practicable to relate the 
compensation of each worker directly to the 
service performed the plan surely is the cor- 
rect one. The explanation of the decision of 
the shopmen must be found in the class feel- 
ing that is so assiduously cultivated. 


Announcement has been made in the last 
few days that the garment trades of the coun- 
try, including about 150,000 workers, are 
about to demand a five-day or forty hour week. 
Of course this means with no reduction of 
weekly pay. They already have the 44-hour 
week, and it is probable that most. of the people 
who wear the garments made by these work- 
ers, and who ultimately pay their wages, have 
lower pay than the garment workers are now 
receiving. These demands and the support 
that is given them by the public are prompted 
no doubt by a belief that the employers do 
the paying and that nobody else is affected. 


In the cotton goods industry after much agi¥ 
tation the wage-earners last Spring obtained 
a wage advance which restored one-half of the 
reduction of 22% per cent which had been | 
made from the highest wages of all time, those 
of 1920. This advance was forced in face Of — 
the fact that such staples in the cost of i. 
as flour, meats and foodstuffs generally Had ~ 
fallen much below the level which had beem — 
the basis upon which the wages of 1920 were 
fixed. It is true that the cost of living © ~ 
cotton-mill operatives has been increased by 
the high wages of garment workers, 
miners, railroad employes, the building trades, 
ete., etc., but notwithstanding this, so great 
has been the decline in farm products 
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wage rates in the cotton mills are now higher 
in relation to the cost of living than in 1920. 
Th cost of living, according to the calculation 
of the Department of Labor of the State of 
Massachusetts, one of the leading states in 
cotton goods manufacture, is now about 60 


' per cent above the level of 1913, while other 


authoritative calculations make the mill 
wages about 150 per cent higher. But that 
is not all of the story. Owing mainly to the 
ravages of the boll weevil but in part to these 
high operating costs in the mills, the prices 
of. cotton goods have been forced so high 
that the demand for cloth has fallen off, 
and many of the mills are now running on 
part time. The largest producer of: cotton 
goods in this country, the Amoskeag Com- 


pany of Manchester, New Hampshire, has shut 


down its cotton goods department, and others 
are doing likewise, because they cannot sell 
the goods at present prices and dare not 
manufacture for stock. The operatives are 
now losing by idleness more than the increase 
of wages obtained last Spring, and their loss 
vf purchasing power affects the demand for 
other goods and threatens the employment of 
other workers.. This is the cumulative pro- 
cess by which depression spreads. Meanwhile 
people are going without clothing that they 
would like to buy. 

Other examples might be given, but these 
will do to illustrate some of the unfavorable 
factors in the business situation of chief in- 
fluence with those who look for declining 
business. Undoubtedly they are of such im- 
portance that they must be taken into ac- 
count. 

Favorable Factors 


The favorable view of the situation consid- 
ers that, subject to the influence of the unfav- 
orable conditions named above, all the factors 
that were influential in bringing about the re- 
vival of industry in 1922 and last Spring are 
still effective. The edge may be off the de- 
mand for construction work in some places 
and in some lines, but it is certain that the 
country has not made good the deficit in 
houses or construction work of any kind re- 
sulting from the war-time restrictions. The 
fact that a great amount of work has been laid 
aside during the past season because of exces- 
sive costs is an assurance that there is much 


_ yet to be done. The building permit records 


of recent months show that much new work 
is being projected, and the reports that 
come from contractors and architects com- 
monly agree that there is a large body of work 
in sight. Prices of material have been declining, 
which is significant either of increased produc- 
tion or declining demand, and probably due in 
part to each. 
Will be little or no unemployment in the build- 
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The indications are that there. 


ing‘trades next’ year, even though the present 
scale of wages is maintained, providing bonus 
payments are eliminated, which will be the 
case generally if projected work falls off. 


_ From January 1 to October 1 the rail- 
roads placed in service 134,636 new freight 
cars and 2,963 locomotives, and have large 
orders for both in process of execution. Not- 
withstanding these additions there is authority 
for the statement that six leading companies 
are now negotiating for 85,000 freight cars 
and locomotive orders on a liberal scale are 
yet to be given. Hydro-electric development 
promises to be on a large scale, the high cost 
of coal being a stimulating factor. 


The buying power of the wage-earning popu- 
lation at present is large and often referred 
to, but this is an uncertain factor, depending 
of course upon employment. This element is 
only partially self-sustaining. The fluctua- 
tions in prosperity are mainly due to fluctua- 
tions in the volume of construction work. This 
is an independent factor, dependent. largely 
upon industrial conditions and the probable 
return upon capital invested. The buying 
power of the farming population is another im- 
portant factor. It has been below normal 
since 1920, but is risinz. Live stock is de- 
pressed, owing to great offerings on the mar- 
kets, exceeding past records, but on the whole 
if the calculations of the Department of Agri- 
culture may be accepted, the income of the 
farmers should be larger from the crop now 
harvested than from any since 1920. 


The foreign trade situation is encouraging. 
Our total exports for the nine months ended 
with September were $2,941,017,138, against 
$2,736,731,692 in the corresponding months of 
last year. It is true that our imports in the 
same time have increased still more, i. e., from 
$2,207,556,052 last year to $2,905,602,609, but 
this has been mainly in raw materials and non- 
competitive goods, the demand for which has, 
increased by réason of the revival of our in- 
dustries and increased prosperity. 


Although our exports of food-stuffs to Eu- 
rope have dropped much below the figures of 
the war time, they have not fallen below the 
pre-war figures. Our exports of grain have 
fallen off in the present year, as a result of in- 
creased production in Europe, but in the nine 
months ended with September our total ex- 
ports of meats have increased from 581,105,482 
pounds in 1922 to 755,208,237 pounds in 1923. 
There is good basis for the opinion that if our 
wheat production was dropped to about what 
it was before the war, our surplus of agricul- 
tural products would not be troublesome, the 
boll-weevil having done much to relieve us. of 
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such embarrassment as to cotton. There is 
a tendency for our exports to increase out- 
side of Europe. We are furnishing a nm 
share of the imports of Latin America than 

fore the. war, and thus far in the present calen- 
dar year our exports to those countries have in- 
creased 33 per cent over 1922. If Europe does 
not buy our raw materials for conversion into 
goods to ship around the world, as in the 
past, we will manufacture and sell them our- 
selves. In short, we are adjusting ourselves 
to new conditions, and while recognizing the 
danger of getting upon a level of costs above 
competing countries, the fact remains that as 
yet we seem to be able to hold our own. 


The Credit Situation 


In nearly all discussions of the conditions 
having to do with the business cycle, econom- 
ists have given first importance to the credit 
situation. The rising trend of activity and 
prices starts with an easy state of credit and 
culminates when the available supply is ex- 
hausted; then as prices begin to fall, the ef- 
forts of creditors to collect what is owing them, 
and the frantic rush of debtors to save some- 
thing from their shrinking margins drives 
prices still lower. We have never had a seri- 
ous depression in this country which began 
in an easy money market. It is not conceiv- 
able that the conditions which create a real 
crisis can develop without the pressure which 
results from an over extended credit situation. 
That there is still a great hang-over of indebt- 
edness from the hoom period is true, and it is 
an oppressive influence, particularly upon the 
agricultural districts, but it does not make a 
critical situation in any general sense. There is 
plenty of liquid capital to handle the business 
of the country and no probability of the kind 
of pressure that forces goods or securities on 
oa markets and causes widespread demoraliza- 

on. 

Summing Up 

It would appear from this review that the 
tangible factors of importance are in favor 
of the continuance of a high volume of pro- 
duction and trade. There is no question about 
there being an amount of construction work 
waiting to be done suffiicent to keep the build- 
ing trades busy. We have no reserve stocks 
of goods, have a great population with wants 
to. be continuously supplied, and have demon- 
strated in the past year that we can be fairly 
prosperous under conditions which are not 
likely to grow worse. Our foreign trade .is 
growing rather than declining. e credit 
situation is not a matter of concern. 

On the other hand, we have the question 
whether the industrial situation has sufficient 
flexibility and freedom to make the cost ad- 
justments that may be necessary to maintain 





the balance afl around and keep the wage 
earning population employed. Can the ad- 
justments as they prove to be necessary be 
made without serious disturbance to industry? 
This is a problem of industrial relations, and 
while it is a serious problem it is by no means 
a new one. We have had it with us for a 
long time; every country has it; why should 
we throw up our hands about it now? 


There will continue to be profits in busi- 
ness for the individuals who know how to do 
business in the best way. The farmers in 
this country who are producing only six to ten 
bushels of wheat to the acre are having hard 
times competing with the farmers of Canada, 
who have produced this year according to the 
official estimate an average of 20.75 bushels to 
the acre, and the same rule governs in all busi- 
ness. There always will be the differential 
between the efficient producers and the mar- 
ginal producer, no matter how general costs 
may rise. 

In conclusion, while the policy of caution 
now being generally followed undoubtedly is 
advisable, there is nothing to indicate any 
sudden depression of values or falling off of 
consumption demands. The pessimistic views 
that are prevalent will affect business to the 
extent that they discourage enterprise, mainly 
in the line of construction work. If construc- 
tion work falls off, so that unemployment 
actually results, it is probable that the neces- 
sary readjustments will soon be made. 


Sugar in 1923 


The sugar crop-year is considered in the 
trade as ending August 31. Grinding of cane 
produced in Cuba and other sources of our 
supply proceeds throughout the period from 
about the middle of December until the last of 
the following August, and not until this grind- 
ing is completed can the final figures of the 
year’s supply be made up. The beet sugar 
crop in this country comes on the market 
much more rapidly, from about the Ist of No- 
vember on. 


Normally the United States does not obtain 
much sugar from outside of its own territories, 
except from Cuba. We have the domestic pro- 
duction from cane and beets, which in 1922 
amounted to a little under 1,100,000 tons, and 
we admit duty free the production of Hawaii, 
the Philippines, Porto Rico and the Virgin Isk- 
ands. After this, we draw our supply from 
Cuba, which has preferential treatment over 
other foreign producers by the reason of @ 
reciprocity treaty. Normally, this gives us a 
we need, although other sugar comes here to 
be refined and exported. If there is any prob- 
ability of our being obliged to import full _ 
sugar for consumption, of course the price 
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directly affected, by the prospect of a higher 
duty as well as by reason of the shortage which 
is indicated. 
A Sensational Year 

In the past year the trade has been working 
on a narrow margin of supply, and the market 
has been sensitive. Prices have fluctuated 
sharply, and the situation has been made more 
sensational by the action of the Department 
of Justice in attempting to enjoin trading in 
contracts for future delivery on the New York 
Coffee and Sugar Exchange, also by attempts 
to organize a boycott among sugar consumers, 
all of which made news of an exciting charac- 
ter, and attracted attention to the sugar situa- 
tion. It is probable that this unusual publicity 
accentuated the fluctuations. It is a question 
whether the agitation for a boycott, on the 
ground that sugar was being artificially ad- 
vanced, did not increase rather than diminish 
buying for a time, although rising prices nat- 
urally diminish consumption. 


The rise of prices during the year was ac- 
counted for in the trace by reports that the 
Cuban crop was falling below expectations 
and that the world’s crop was likely to fall 
short of consumption demands at prevailing 
prices, but the agitators and boycotters claimed 
that the talk of shortage was all to camou- 
flage a “corner” that was being run. The De- 
partment of Justice accepted this view, and 
attempted to interfere with trading, but the 
three judges of the United States Circuit 
Court agreed in disapproving of the action. 


At this time, with the crop-year ended, the 
figures of the Cuban crop no longer in con- 
troversy, and stocks reduced nearly to the 
minimum, it is worth while to review the 
situation. 


The Rise of Prices 


The calendar year began with practically no 
raw Cuban sugars in store, and with incoming 
cargoes quoted at 5.53 cents per pound, deliv- 
ered in New York, duty paid. At this time 
the two best known authorities in Cuba, 
Guma Mejer and Himely, estimated the Cuban 
crop at 4,193,500 tons and 4,102,857 tons re- 
spectively. In the latter part of January re- 
ports began to be current that the cane was 
not yielding well, and the price began to rise. 
Early in February the Department of Com- 
Merce gave out a report on sugar production 
and consumption in the world in 1922 showing 
that consumption had -exceeded production, 
and that stocks at the beginning of 1923 were 
lower than at the beginning of 1922. It also 
showed that consumption in the United States 
in the crop-year 1921-22 was 5,180,000 tons, 
against 4,446,000 tons in the preceding year, 
the largest consumption in any year to that 
e. These figures startled the trade, and 
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the price of Cuban raws jumped to 7.28 per 
pound duty paid New York. 

Then the excitement began. The Depart- 
ment of Commerce were criticised for playin 
the game of the sugar “speculators,” althoug 
nobody has shown to this day that anything 
was wrong with its statistics. The estimate 
of the Cuban expert, Guma Mejer, upon the 
Cuban crop, of 4,193,500 tons, was reduced on 
February 13 to 3,800,000 tons and on April 25 
to 3,670,000 tons. Meanwhile the Department 
of Justice was bringing its suit and the boy- 
cott campaign was on, both based upon the 
theory that the rising prices were the result of 
manipulation. 

Cuban Protests 


The growers of sugar naturally were pleased 
to see prices going up. They were aware that 
the yield was falling short of expectations and 
like the growers of cotton and wheat in this 
country they were glad to be compensated by 
higher prices. The action of the Department 
of Justice aroused irdignation in Cuba, where 
all busines§ had been greatly depressed during 
the previous vear by the unremunerative prices 
of sugar. Many planters had been ruined and 
many more were holding on by narrow mar- 
gins. with their fate depending upon price re- 
covery in 1923. All kinds of business in Cuba 
depends upon sugar, and the utmost interest 
was felt in the attempts of the United States 
Government to depress the market for this 
commodity, while at the same time all sorts 
of plans were being proposed for boosting the 
price of cotton and wheat, two commodities 
which the Cuban people buy from the United 
States. 

Position of Refiners 


The Cuban sugar is sold in a raw state to 
refiners in this country, who refine and sell it 
to the trade. The refiners, whose position was 
made very difficult by the agitation and price 
uncertainty arising from it, endeavored to 
quiet the excitement. They gave it as their 
opinion that there would be sugar enough to 
supply the country’s needs at fair prices, pro- 
vided consumers and dealers bought in a nor- 
mal way. They were able to show that they 
were not speculating in sugar or carrying un- 
usual stocks. Such stocks as existed were 
mainly in the raw state and in Cuba, and the 
records showed that sugar was moving from 
the island at a normal rate. The crop of cane 
must be ground before it can be shipped, and, 
as stated above, the grinding is a process that 
is not completed until August of the year fol- 
lowing that in which the cane is grown. There 
was nothing abnormal in the movement of the 
Cuban crop in 1923. 

The peak of prices was reached on April 27, 
when the price of Cuban raw delivered in New 
York, duty paid, was 8.41 cents per pound, 
and refined sold at 9.80 cents less two per cent. 
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The Midsummer Slump 


At this point the trade became timid, re- 
membering the heavy losses of two years 
earlier, buying fell off, dealers working their 
stocks down. The same sentiment prevailed 
and the same policy was being followed at that 
time in other lines, signifying a general reae- 
tion from the rising prices of the early Spring. 
At the Same time exports from Cuba to Great 
Britain fell off, and there began to be talk 
of possible shipments from Java and elsewhere 
to this country, as in 1920. The idea of a repe- 
tition of the conditions of 1920 was enough to 
dampen the market. Prices began to go off, 
and dealers continued to buy on the hand-to- 
mouth policy through the Summer, until on 

rey, ou 16 the low point was touched, at 5.78 

York, including duty. By this time 
stocks were so low that buying was impera- 
tive, and as it revived prices rose until on Sep- 
tember 27 they touched 7.78 cents per pound 
duty paid New York. At this writing the quo- 
tation for raw Cubas, duty paid, is 7.28 cents 
and for refined, 9.15 cents per pound. The 
margin between raw sugar and refined 
throughout the year has ranged from 1.30 to 
1.60 cents. 


Including raws in Cuba and refined in, the 
United States, the carry-over of sugar into 
the new crop year will be very small. 


Last Year and This 


The consumption of sugar in the United 
States. in the crop year 1922-23 is estimated at 
4,850,000 tons, against 5,180,000 tons in the 
previous year. The actual production in Cuba 
turned out to be 3,601,605 tons. The exports 
of sugar from Cuba to Great Britain during 
this year have been about 350,000 tons against 
667,000 tons in the previous year. If the con- 
sumption of this country had been as much as 
in the previous year, or if the Cuban exports to 
Great Britain had been as much as in the pre- 
vious year, there would not have. been Cuban 
sugar enough to meet the demands of this 
country, and prices in the later months of the 
year doubtless would have been much higher 


than they were. Undoubtedly the high prices 
in the ing affected both of these condi- 
tions. If they had not been higher in the 


Spring they would have been higher in the 
Fall. 


If it had been known in January that the 
Cuban crop, instead of amounting to over 
4,100,000 tons as then estimated, would be only 
3,601,000 tons, and that consumption in this 
country and British takings would fall off, 
the fluctuations in price would have been less 
extreme. But the trade learned these cond 
tions only as they developed t 

it was working in the dark, and cachet 
haga Ba ‘agitators who were insisting 
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that the talk of shortage was all fiction, and 
by the ill-advised action of the pAb 
which took counsel of the agitators instead 
the trade. Disturbances of this kind, like all 
elements of uncertainty in the business situa- 
tion, increase the hazards of doing business, 
and tend inevitably to increase the margins 
necessary to business operations. 


Price Fluctuations Aid Distribution 


One of the things that many people seem 
unable to comprehend is that it is legitimate 
and necessary that prices shall rise in case of 
a scarcity and fall in case of abundant sup- 
plies. This is the process by which supply and 
demand are brought into equilibrium. It is 
only by falling prices that consumption can 
be increased to absorb a large supply, and only 
by rising prices that economies in use are ef- 
fected and consumption shifted to substitutes, 
thus making a short supply hold out until re- 
plenishment is possible. Prices are right, not 
when everybody is satisfied with them, which 
never happens, but when demand and supply 
meet and balance each other. 


Sugar vs. Wheat 


It is an interesting fact that the Depart 
ment of Justice attacked the practice of trading 
in futures in the case of sugar as a means of 
preventing a rise of prices, while the Farmers 
Bloc has been attacking the same practice in 
the case of wheat on the ground that it was 
responsible for low prices. The truth is that 
a free market does nothing but afford facili- 
ties for buyers and sellers to meet and do busi- 
ness.. Whether prices go up or down depends 
upon the preponderance of opinion one way of 
the other. Greater facilities for trading mean 
a larger volume of trading in this public man 
ner and a broader market, with less oppor- 
tunity for manipulation and with prices less — 
subject to the influence of a few traders than 
in a restricted and limited market. The inter 
ests of producers and consumers are safer if © 
a competitive market, readily available to 
everybody and with every trade recorded and 
published, than if agreements may be entered 
into only in a private manner. 













The assistant attorney general in charge of 
the prosecution of the sugar case has defend 
the action with the singular argument that 

“the channels of trade must be kept open” 
His way of keeping a channel open appare 
is by closing it, except to people who will t 
or sell subject to the approval of a repr 
tative of the Attorney-General, who is 
posed to know whether prices ought to 
or down, Presumably, also, approval will de-- 
a upon whether the commodity i is sugar OF 
wheat. : 
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The Argument Against Trading in Futures 

The argument in behalf of government in- 
terference with trading in futures is that much 
of this trading is purely “speculative” in the 
sense that the traders have no intention of 
either delivering or receiving the actual com- 
modities, ~The answer to this is, first, that 
there is no possible way of determining at the 
time a contract is entered upon whether the 
parties intend to stand upon it to fulfillment 
or not; in other words, there is no way of dis- 
tinguishing between so-called bona fide and 
so-called speculative trading, and it is a poor 
remedy to abolish both; second, that every 
contract is in fact bona fide, protected by guar- 
anties and cancelled only by a subsequent con- 
tract of opposite effect. The intent of a 
trader makes no difference with the economic 
effects-of his purchases or sales. Moreover, it 
is entirely legitimate for a trader to close out 
a future contract before its maturity, either be- 
cause of changes in the market situation or be- 
cause he has changed his mind. There is no 
reason to suppose that the public is unfavor- 
ably affected by the exercise of such individ- 
ual freedom; on the contrary, it is probable 
that the concensus of opinion as thus reflected 
in a free and broad market is nearer right than 
the opinion of any small group, even if it be an 
official regulating body, is likely to. be. 


Service of Speculation 


It is not a sound argument against trading 
in futures on the organized exchanges that 
such trading is participated in by many per- 
sons who do not expect to receive or deliver 
the actual commodities. specified in the con- 
tracts. Warehousing and distribution are 
functions distinct from that of carrying a com- 
modity. from one stage of the marketing pro- 
cess to another, which always involves the 
tisk of price changes. It is legitimate to buy 
a commodity at one season of the year for the 
purpose of selling later at a higher price, or 
to enter into a contract to deliver a commodit 
at a future date at a price lower than is rul- 
ing when the contract is made, likewise in 
the expectation of making.a profit. The justi- 
fication for such operations is the justification 
upon which all business must rest, to-wit: that 
it serves the public convenience and welfare. 
Such operations tend on the whole to stabilize 
prices and to prevent manipulation, rather 
than, as alleged by casual observers, to cause 
fluctuations and favor manipulation, particu- 
larly when as in the case of wheat and cotton 
great quantities come on the markets rapidly 
and must be distributed over the year. 


Changes of Ownership No Sign of Profits 
~ Contrary to a common belief, the fact that 


Bees quantity of a commodity may change 
nds: many times on the way from the pro- 
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ducer to the consumer does -not signify that 
every dealer makes a profit on it; or that the 
cost to the consumer is increased. It is pos- 
sible that every dealer may lose money on it. 
Prices at any given time.are not dependent 
upon what things have cost, but upon the mar- 
ket conditions at the time. The fact that a 
dealer has paid a given price does not enable 
him to get that price or a higher one, as every 
dealer has learned to his sorrow. And so the 
price to a consumer is not affected by the 
number of middlemen who have handled a par- 
ticular shipment, or what they have paid fot 
it. If there is a loss, it is the same whether 
one middleman or a dozen bear it, and if there 
is a margin of profit it is ‘the same in either 
case. Of course efficient methods of distribu- 
tion will reduce costs and selling prices, ‘but 
neither law-making bodies, Attorney-Generals 
hor courts can increase the business man’s 
eagerness to buy as close to the source as he 
can when there is any saving in doing so. 


Ignorant Speculation 


There is one element of truth in the allega 
tions against the system of trading in futures, 
and that is that many persons trade who 
have not the qualifications to. do. so in- 
telligeritly and whose operations -therefore 
instead of contributing to make the market 
reflect actual conditions, tend to confuse the 
situation. Unquestionably, there is a great 
amount of uninformed speculation, which is 
not only harmful to the speculators but to 
the public. But there are people in all kinds 
of business whose operations are neither profit- 
able to themselves nor advantageous to the 
public, It will not be claimed that any line of 
business, taken as a whole, is conducted with 
ideal proficiency, nor is it practicable as a 
general policy to set up standards of profi- 
ciency before permitting persons to do busi- 
ness. It is scarcely practicable to hold an 
official examination to determine whether an 
individual should be allowed to buy and’ sell 
wheat on his own account. If he goes wrong 
in his operations he probably will be punished 
more severely than any court of justice would 
think of penalizing him, and whatever inju 
results to the public must be accepted as inci- 
dental to the system of individual liberty which 
on the whole we believe in, but which we are 
well aware involves some inconvenience and 
cost. 


Branch Banks 


The Secretary of the Treasury, at the in- 
stance of the Comptroller of the Currency, 
recently solicited of the Attorney General of 
the United States a request for his opinion 
upon the right of national. banks, under the 
existing statutes to operate branches, the in 
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quiry being directed specifically to two points. 
stated as follows: 


1) Assuming that a national banking association 
= Fre power to establish and mabatem a branch 


(2) If a natonal banking association has be cor- 
Paces, must thay be located within the city limits 
of the place designated in the organization certificate 
of the association as the place where its operations of 
discount and deposit would be carried on? 

The Attorney General, responding, quotes 
section 5190 of the revised statutes, which pro- 
vides that “the usual business of such national 
banking associations shall be transacted at an 
office or banking house located in the place 
specified in its organization certificate,” and 
holds that this “refers to the city or town in 
which the bank is located, and not to the par- 
ticular place within the city.” 


He says, after further review of the statutes: 
In my opinion, a national banking association may 
establish in the city or place designated in its cer- 
tificate of organization an office or offices for the 
transaction of business of a routine character, which 
does not require the exercise of discretion, and which 
may be legally transacted by the bank itself. It may 
not, however, establish a branch bank to do a general 
business such as is usually done by national 
banks. The establishment of such a branch would be 
illegal, and subject the offending bank to the forfeiture 
of its charter. 


Summing up his conclusions, the Attorney 
General says: 

Answering your specific questions I have the honor 
to advise you as follows: 

First: National ! associations have the power 
to open and operate offices at places other than their 
banking-houses, within the e specified in their 
organization certificate, for the performance of such 

services as the receipt of deposits and the 
cashing of checks for their customers, 

Second: National banking associations have no au- 
thority to open offices for the purpose of receiving 
deposits, paying etc., outside of the limits of 
the city or place designated in the organization cer- 
tificate as the place of its operations of discount and 
deposit. 

The operation of such branch offices must 
be under regulations adopted by the Comp- 
troller of the Currency. 

There are several phases of the branch bank 
question, and one, and possibly more, of them 
will be brought before the Supreme Court of 
the United States in the case of the First 
National Bank of St. Louis vs. the State of 
Missouri, which is set for trial, November 9. 
The State of Missouri prohibits branch bank- 
ing within its borders by statute, and the con- 
tending bank claims that the State has no 
jurisdiction over national banks. The States 
of Wisconsin, Minnesota, Iowa, Indiana and 
Illinois have applied for permission to file ar- 
guments in the case, and the Government of 
the United States, through the Solicitor-Gen- 
eral, has been granted permission to intervene. 
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Fair Play for National Banks 


The situation as to national banks o 
is quite different in states where banks operat. 
ing under state charters are permitted to have 
branches from what it is in states where ' 
branches are not permitted. In the former 
case national banks are at a disadvantage in 


competition with state banks unless they may 


follow the same practice, and in large cities 
this becomes a serious handicap, and is result- 
ing in the transfer of numerous important in- 
stitutions from the national to state systems. 
In a number of cities the state institutions b 
this means have obtained a pronounced ase 
ancy. In Cleveland, for instance, the assets of 
the state institutions now aggregate $759,100- 
000 while those of the remaining national 
banks aggregate $95,229,000. In Detroit the 
figures are for state institutions, $492,722,633; 
for national banks, $163,132,842. The national 
banks are the backbone of the Federal Reserve 
system, and it is not desirable that the na- 
tional banking system shall lose its position in 
the principal cities of the country. There are 
many reasons why the national system should 
not be permitted to decay or diminish into an 
insignificant position. 

Under the ruling of the Attorney General 
the state institutions are not threatened with 
branch office competition outside of the cities 
or towns in which national banks are located, 
and there is no agitation in favor of extending 
the branch office privilege beyond that. So far 
as the national banks of New York City are 
concerned, they do not favor any extension of 
the branch banking privileges. 


Neither the ruling of the Attorney General 
nor the litigation now pending has any bear- 
ing upon the original provision in the national 
bank act (Section 3155 revised statutes) un- 
der which branches previously maintained by 
a state bank under the authority of state law 
may be continued in the event of consolidation 
with a national bank. These branches con- 
tinue to have the full authority that they had 
before the consolidation. Under this author- 
ity the National City Bank of New York is 
operating three branches in the City of New 

ork. 


The Coal Industry 


The United States Coal Commission has 
finished its work and passed out of existence 
by the conditions of the act of Congress creat~ 
ing it, about one year ago. It was intended 
to be a fact-finding body which would put the 
Congress and the public in possession of the 
information necessary to understand the com- 
plicated conditions of the industry, and know 
how to deal with such a situation as confront- 
ed the country in 1922, when mining was sus- 
pended completely in the anthracite field and 
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to the extent of one-half or more in the bi- 
tuminous fields for a period of 163 days. That 
conditions in the industry justified the expendi- 
ture for the investigation hardly can be ques- 
tioned, for the possibility of a general coal 
strike presents a problem of the utmost grav- 
ity. It raises a question that is. fundamental 
in social life, to-wit: whether in matters that 
are vital to the welfare of the community the 
latter has a right at last to intervene in a con- 
troversy between a group of employers and a 
group of employes; and determine conditions 
of settlement. 

It was not foreseen when the Commission 
was appointed that the country would face an- 
other strike within a year, and the report was 


not available in time to be any real factor 


in the settlement of this year’s dispute. In- 
deed, the value of the report is not in any 
plan that it offers, or in any really new in- 
formation, but rather as an authoritative 
statement of conditions in the industry. 


The Late Controversy 


The agreement between operators and 
miners in the anthracite field which was 
reached early in September, 1922, expired by 
its terms August 31, 1923, and negotiations 
for a new one were begun several months be- 
fore that date. The miners demanded an in- 
crease of 20 per cent.in the pay of contract 


miners, who work by the ton, and increases 


in the pay of day labor, together with other 
concessions, including the “check-off.” The 
latter is an arrangement under which the em- 
- ploying company withholds from the pay of 
all employes any dues payable to the miners’ 
union, and pays the same direct to the union 
treasury. in short, it makes the employing 
company an agency for collecting the union 
dues. 
The operators made a number of conces- 
sions upon minor matters, but refused to con- 
*cede the check-off or the principal wage ad- 
vances ; they proposed, however, to submit all 
matters to arbitration. The miners’ repre- 
sentatives declined to arbitrate and a strike 
seemed imminent. The public was agitated, 
and as usual visited its criticism without much 
discrimination upon both parties, although it 
seems pertinent to ask what the public would 
like the operators to do in such a situation? 
Would it have them always grant the de- 
mands, which inevitably enter into the selling 
prices of coal? 
At the suggestion of President Coolidge, 
Governor Pinchot, of Pennsylvania, as the 
chief executive of the State in which all the 
anthracite mines are located, undertook to 
_ negotiate a settlement. He disposed of the task 
ie an advance of ten per cent in 
the pay of contract miners and similar increases 





for the day men, which probably was as much © 
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as they had any idea of winning when they 
formulated their demands. The operators pro- 
tested, but under official pressure yielded, feel- 
ing that they could not assume the responsi- 
bility of refusing to supply coal after being 
relieved of responsibility for increasing the 
price. 

Suggestions were made that coal dealers 
might absorb a part of the increased cost and 
the railroads a part, but there have been no 
changes in the methods of distribution or 
transportation which. would warrant any ex- 
pectations that such reductions might-be had. 
Selling coal is a competitive business like sell- 
ing anything else, and the margins are sub- 
ject to the same conditions that apply to other 
business, The railroad charges upon anthra- 
cite were subjected to an inquiry by the Inter- 
state Commerce Commission in 1915, and in 
view of the general state of railroad earnings 
since it is improbable that they are excessive. 
However, the Commission has announced that 
it will re-examine the situation, and it is worth 
noting that there is this difference between an 
examination of railroad rates and dn examina- 
tion of wages, to-wit: that only in the former 
case does authority exist to enforce the de- 
cision, 

The Coal Commission's Report 


The Coal Commission was well chosen with 
a view to securing an unbiased investigation 
and report and having it carry with the pub- 
lic. The field work was necessarily done by a 
large force of aids and investigators, and the 
detailed discussion of various features of the 
industry for the most part is by engineers and 
other expert assistants, who there is reason to 
believe were well chosen. The work had to be 
done in a limited time, and it has the defects 
inherent in every work in which a number of 
individuals whose views are more or less di- 
vergent are obliged to join. It is not very de- 
cisive in its findings or conclusions and not en- 
tirely harmonious in all its parts. It is, how- 
ever, a comprehensive study, affording a vast 
amount of information about the industry. 
Much. of the work is very ably done, but some 
of the opinions expressed are of a character to 
not only invite controversy but suggest that 
some compromise of individual opinions prob- 
ste was necessary within the Commission in 
order to obtain a undnimous report. 


The Anthracite Industry 


A separate a is made upon the anthra- 
cite industry. In this the Commission lays 
much emphasis upon the p ition that the 
industry is “affected of a public interest,” a 
legal term signifying that the public interest 
is of such dominating importance that the ex- 

se of an exceptional degree of govern- 
mental authority over it is justified. As a mat- 
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ter of fact, all industry and business. must be 
regarded as “affected of a public interest,” in 
the ordinary sense that it should be conducted 
with a view to rendering the best possible 
service to the community. The question al- 
ways is as to the extent to which governmental 
authority may be practically and affectively 
exercised. The agencies of public manage- 
ment or control are not so perfect that their 
effectiveness in every case can be always taken 
for grantéd&: ‘There will be, however, little dis- 
sent to the view that the coal industry is one 
in the regular and efficient operation of which 
the public has an exceptional interest, greater 
in the case of the bituminous than of the an- 
thracite industry. 

A long-continued suspension of the former 

would be much more serious than the latter, 
' which in fact has but slight relation to the in- 
dustrial life of the country. 

The Commission seems to take very ad- 
vanced ground in the declaration that— 

The President of the United States should be au- 


thorized by act of Congress to declare that a national 
emergency exists whenever through failure of oper- 


ators. and miners in the anthracite industry to agree 


upon the terms of employment or for any other rea- 
son there is a suspension of mining operations, seri- 
ously..interrupting the normal supply of anthracite 
fuel in interstate commerce; and to take over the 
operation of the mines and the transportation and dis- 
tribution and marketing of the product, with full 
power to determine the wages to be paid to mine 
workers, the prices at which the coal shall be ‘sold, 
and, subject to court review, the compensation to 
be paid to land and mine owners. 


This declaration is made at the beginning of 
the report upon the anthracite industry, but in 


the final s at up of recommendations con- 
cerning that ustry the Commission con- 
tents itself with saying. 


The best approach to a remedy for the evils of the 
general strike will not, in our judgment, be found 
in an immediate resort to drastic prohibitory mea- 
sures, .Whatever artificial gap may have developed 
between employer and employee, they must. work 
together or there es be no peace and no real effi- 
eiency, The: of opinion among operators and 
union. officials is that they themselves desire 
to fix the fundamental terms, upon which the indus- 
try shall operate. ‘The most thoughtful and best 
advised among them express great confidence of their 
ee ae: do this in an orderly way. From our sur- 
statesmanship that exists in the industry, 
it 4 ds vhelieved that the operators and the union are 
equal to this task, if once they recognize the finality 
of the public insistence on continuous operation and 
address themselves single-mindedly to bring that 

to pass. It. will be necessary, however, for 
e 


public duty ee they emancipate themselves from 
the menareberes 0S, militancy that too often charac- 
terizes. their proceedings. 


And by the time it had reached the place for 
summing up. its conclusions upon the bitumin- 
ous industry it was ready to make this dec- 
laration : 

4. We wécemuinensd against compulsory arbitra- 


@ national strike, mt 
e in discretion-made law in 
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either the industrial or political flelds, and 
there is no way to enforce a compulsory 
which does not involve enforced operation or 
forced labor. 


The Commission Reconsiders 


In short, the Commission does not stand up 
to its early pronouncement, and in this we 
are disposed to think it shows wisdom, even 


though in principle that declaration may be 


agreed to be sound. It does not stand 

any question of property rights, and we w 

not have it do so. It reconsiders for the prae- 
tical reason that it is doubtful whether public 
opinion would sustain the public authority in an 
attempt to make men work against their will, 
and whether any good would come from the 
attempt. At last all laws depend for their 
usefulness upon public approval and sym 
pathy. A very strong case can be made in 
behalf of the rights of the public to uninter- 
rupted service in such industries as transporta- 
tion and coal-mining. It would involve no 
surrender of sacred individual rights to re- 
quire, as a condition of employment in rail- 
roading or coal-mining; that the right to strike 
be waived, upon condition that public authori- 
ties would supervise wage rates, thereby pro- 
tecting employes from unfair treatment by 
employers, at the same time allowing each in- 
dividual freedom to retire singly from the ser- 
vice‘at will. It is absurd to call such a con 
dition slavery; it would be simply applying 
a principle for the protection of the common 
welfare that have been applied to the railroad 
companies for a long time. Until public opin- 
ion clearly favors it, however, such legislation 


is undesirable, and it will be far better to have - 


organized labor recognize its obligations in 
this respect, without efforts at coercion.. This, 
presumably, is the view of the Commission, 
notwithstanding the bold declaration in its 
first report. 


Broader Than a Class. Question 


Nobody disputes nowadays that the people: 
rule, and the people who work for wages ‘com+ 
stitute a majority. The responsibility for s0- 
cial order and social progress rests upon them, 
and if they use their power unwisely they and 
their children will be the chief sufferers. As 
yet organized labor is so dominated by the 
idea “of a class conflict, with the employers om 
one side and the wage-earners on the other, 
that it overlooks other conditions of more im-. 
portance. It fails to see that_there may be 
injustice in the relations between workers if 
the various branches of industry to each other, 
as well as in the relations between eet 
and employed. The rise in the price of fuel 
reaches beyond the mine-owners and the em-_ 
ploying class, and comes home at last to thé 
entire body of people who work for wag 
There is a fundamental injustice in a seas 
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in which a comparatively few workers who 
have found employment in certain industries 
of strategic importance like coal-mining and 
railroading have the power to name their own 
pay under a threat to throw all other working 
people out of employment ‘and bring society 
to disaster. No class, however, has greater in- 
terest in the correct solution ‘of this problem 
than the wage-earning class: The problem af- 
fects society as a whole. 


Opposes Government Ownership or Price Fixing 
The Commission does not recommend either 
taking over the coal properties by the Govern- 
ment or exercise of price-fixing policies, as 
permanent policies. The taking over by pur- 
chase or condemnation of all the bituminous 
properties would be a financial undertaking 
so stupendous as to be clearly impracticable, 
but the Commission expressly disapproves of 
the policy even for the anthracite properties. 


The Monopoly Feature 


It lays considerable emphasis upon the 
“monopoly” feature of the anthracite situation, 
using in-one place the following language: 


The fundamental evil in the anthracite industry 
is that of monopoly—the treatment of limited nat- 
ural resources as if they were like other private 
property. Reliance on competition without super- 
vision has resulted in persistence of a t 
level of high prices above which extortionate in- 
creases were made whenever a suspension of mining 

*or other disturbances give rise to the phenomenon 
of premium coal. In the anthracite industry, we 
have secured stability—-which is desirable—but it 
has been at high cost to the consumer and has 
made anthracite a luxury fuel. 























































This is a general statement and requires a 
reading of the account of facts given else- 
where to show just what it signifies, and there 
is room, for.a difference of opinion as to 
whether this language ‘is justified. 

As compared with the number of consum- 
ers of the product the number of owners un- 
doubtedly is small; but this does not constitute 
a monopoly... Furthermore, the report does not 
supply proof that the anthracite industry en- 
joys the privileges of. monopoly either in 
ability to fix prices as it pleases or to secure 
undue profits. A monopoly amounts to noth- 
ing unless the public is obliged to buy some- 
thing at a price which the monopoly-owner is 
free to fix, and ata re high eno to af- 
ford undue profits, and the owners of anthra- 
tite are not shown to bein that position. An- 
thracite is not the only fuel, and while it is 
preferred for some purposes, the producers are 
constantly under the influence of competition 
from bituminous coal and oil, tending to re- 
Strict its sale-and compelling them to struggle 
to retain an adequate market. The price must 


























be such as to allow quantity production. The 
féport concedes all this, by saying: ; 
“The main remedy, however, t extortionate 


_ Brices lies in the consumer iself. There are sub- 
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stitutes for hard foal and a readiness to resort to 
them is the ultimate and effective defense against 
an unreasonable price. 


* The “extortionate increases” which the Com- 

mission speaks of as resulting from a suspen- 
sion of mining are not charged upon the large 
companies, i. €., the monopolists. ‘The Com- 
mission makes special note of their efforts in 
times of scarcity to supply their customers at 
regular rates. It also says that excepting the 
war period, when there was a shortage of 
bituminous coal, there has been no scarcity of 
anthracite except as the result of a suspension 
of operations. e increases referred to, in re- 
cent years at least, have been directly related, 
therefore, to strikes, and have been charge- 
able to the small “independents” only. It ap- 
pears that such power as the “monopoly” pos- 
sesses has been exercised to mitigate the situa- 
tion in emergencies: What it has done with 
prices at other times will be shown below. 


Results of Consolidation 


As to the number of producers, the report 
says that there are nine large companies 
formerly affiliated with the railroad companies, 
and something more than one hundred inde- 
pendents in all, although the number of these 
and percentage of output has steadily dimin- 
ished, In 1895 the independents produced 45 
per cent of the tonnage, but in i921 they. pro- 
duced less than 25 per cent. The report, how- 
ever, expresses the opinion that this consoli- 
dation of interests has been advantageous to 
the public, going so far as to say that— 


The Commission is convinced that the public 
would benefit by increased production by the larger 
and lower cost companies, and that if adequate pub- 
licity could be given to costs and prices at the mines, 
to freight rates, and to costs of local distribution, 
the buyer of household anthracite would thereby 
gain some measure of protection against the de- 
mands of unscrupulous dealers. * * * 

Real benefits have flowed to the public from strong- 
ly financed companies, although these benefits were 
largely offset in earlier years by the illegal practices 
which the courts condemned. The anthracite mines 
have conserved the country’s coal resources by 
steadily increasing the percentage of coal in the 

recovered and sent to market; they have econ- 
omized in the capital employed by a closer adjust- 
ment of mine capacity to production and in man 
power by largely eliminating the cost of idle days 
for men as well as for plants, resulting in a corre- 
sponding improvement in the economic condition of 
the mine workers. 


Upon the subject of conserving the coal de- 
posits, briefly mentioned above, the report 
says: 


The engineering staff of the Commission has care- 
fully studied the subject of waste and has deter- 
mined the proportion of the coal: deposit which is lost 
in thé’ processes of mining and preparation. It is 
gratifying to find that while forty years ago estimates 
of the percentage of recovery were 27 per cent to 
40 percent, and twenty years later the Roosevelt 
Commission predicted that with better mining meth- 
ods and utilization of former waste material a 60 per 
cent recovery could be expected in the near one 


















































crushed ‘coal place a natural limitation on recovery. 
It must be kept in mind, however, that this type of 
conservation engineering, which increases the per- 


limit 
involve an increase in the cost of mining. 


As usual where the question of consolida- 
tions and resulting economies are under public 
discussion, the arguments relate more to an- 
ticipated or imagined dangers than to evils 
actually present. Thus the report says: 


The development of large and strong companies 
with centralized control may be a source of 
as well as of benefit. For example, the ability to 
stabilize prices that was used last winter by the 
larger companies to benefit the public contains also 
the inherent possibility of real danger. 


It is safe to say that nine-tenths of the rea- 
soning against large organizations is of this 
type, which sets up against tangible benefits 
vague misgivings about dangers which have 
not yet materialized, and which experience 
usually has shown are not real dangers at all, 

use economic considerations alone afford 
ample safeguards. 


Prices and Profits 


The report goes into the subject of prices 
at length, but a few quotations will suffice 
to give the facts in which the public i is chiefly 
interested: 


In 1913 the average mine price of stove anthracite 
was $3.53 a gross ton; today the quotations are $8.00 
to $8.35 a gross ton for ree. and $8.50 to 
$11.50 for “independent” coal. 

Thus, in ten years both the retail and the whole- 
sale prices of stove coal have practically doubled. 
This is in line with the general advance in commodity 
prices, ress that while the wholesale price of 
metals, for instance, reached its peak in 1917, of 
chemicals in 1918, of farm products in 1919, and of 


usually large—the price of anthracite hag con- 
tinted steadily u 
It is found that all me factors involved in min- 


staff, 

-mined coal have risen from $1.56 a gross ton 
on 1913 to $4.12 in the first quarter of 1923, the 
cost of supplies from 35 to 71 cents, and general ex- 
penses from 32 to 92 cents. Labor cost bears about 
the same relation to total mine cost in 1923 oire) 
as in 1913 com); edema cost relatively less in 
ioe and general expenses are relatively higher in 

The total range in the average mine cost of a ton 
of coal with the nine railroad companies has been 
from $2.23 in 1918 to $5.75 im 1928. With three in- 
dependent a“ pd for which there are continuous 
cost records, corresponding change has been 
from SS in 1518 to. $6.32 in 1923. 

The mine cost as it stands on the hooks of each 


The fact that a portion of tha eouk wietba 
sells at less than cost is not always taken into 
account in statements about costs and prices 
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but the margin of profit on the domestic si 
is reduced by the loss on the sizes sold 
steam-making purposes. The Commi 
touches upon this point and discusses aver- 3 
age realization and the margin of profit * 

follows : 


The Margin of Profit 


The Commission has not completed its study of 
vestment and therefore cannot yet state what 
profits have been in terms of return on ge 
Tt has completed a study of mine costs and 
realizations which shies some light on profits. Sines 
only the sizes above pea sell at prices ¢ 
higher than the average cost of mining and 
smallest sizes considerably below that cost, market 
prices give little clue to margins except as the 
ator’s proportion of large or domestic sizés and 
or steam sizes is known. However, the average wale 
realizations on all sizes have been reported and can 
be compared with average costs for the same com- 
panies over the series of years. For the 12 com- 
panies the average of these sales prices 
ranged from $2.63 in 1913 to $6.78 in the first q 
ter of 1923. Distinguishing between the “rai 
companies, and the larger independents, the 9 
road companies received for all sizes an average 
price 28 cents lower than that received by the 
independents in 1913, and 89 cents lower in 1923. 
Part of the difference is due to the fact that 
of the “railroad” companies turn their coal over to 
affiliated sales organizations at transfer prices con- 
siderably below circular, as is discussed more fully 
in the appendix. 

The margin per ton between cost of production 
and net sales realization includes all the earnings 
from the mining of coal available for bee Bre on 
account of capital, whether paid out in Federal 
taxes, as interest, as dividends, or reserved as sur- 
plus. The margin will not show return on pe 
ment until the amount of the investment is * 
lished, but it will indicate ‘tage over a period 

profits are inc This margin is sim) 
what Soot, whatever its ‘amount in the bu 
receives for services rendered in mining the av 
ton of coal, and thus the margin per ton as cap 
wage is fairly comparable in nature with the wages 
paid per ton to the mine labor. 

Measured by this margin per ton the anthracite 
operators are receiving much larger profits at 
ent than they customarily did before the war. 
the year 1913 nine “railroad’ coal companies had an 
average margin of 36 cents a ton. In the first quar- 
ter of 1923 the same operators received a margin 
over reported costs of 93 cents a ton. But because 
of differences in accounting methods in respect to 
depletion and depreciation, these reported costs, al- 
though following the Treasury Departments require- — 
ments, are not strictly comparable with the costs a8 
determined by the Federal Trade Commission for 
earlier years. To make them comparable it is nec- 
essary to deduct 14 cents from the costs as moe Be 
ported, and add 14 cents to the 

The difference in accounting methods eis 
cost investigations of the Federal Trade ween the 
sion and the costs submitted to the Coal Commis- 
sion by the operators will be discussed in detail in 
@ special report on costs and profits. Fison, bet weet 
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in method does not invalidate comparison bet 
costs of several operators when calculated ad? 





the average margin in the four years before 
United States entered the war was 36 cents. In 

verage margin (adjusted) was 67 cents. In 
and 1921 it was 50 and 81 cents, the variations @ 
Saat ones eet oe 














sizes into storage and out of storage to the 

During the suspension of 1922 the companies 

money heavily, but in the last three months of te 
margin (adjusted) was $1.05, or baa 








_ feturn obtainable in other lines. 


that judged by this standard, 
before the war was too smal). 


cite companies are reserved for a later report. 


We have given this discussion of the mar- 
gin of profit at length because here is the 
concrete exposition of the power and gains 
of this “monopoly” industry. In the four 
years preceding the war the big companies 
had an average margin of 36 cents per ton, 
less taxes, as compensation for investment, 
the risks of an industry not free from hazards, 
and the service rendered by their organiza- 
tions to the public. This is what they had 
over and above what they disbursed to their 
employes and for expenses. This is the show- 
ing of monopoly power which is said to have 
made anthracite a luxury fuel. 

The Anthracite Bureau of Information has 
responded to a request for a statement rela- 
tive to profits in the last quarter of 1922 as 
follows : 

The report of the Commission, it is true, does 
show increased margins per ton of production for 
the last quarter of 1922 and for the first quarter of 
1923. This was due simply to the fact that produc- 
tion was pushed to the limit during those periods in 
order to make up as much as possible the deficiency 
caused by the strike and better realization was ob- 
tained for the steam sizes sold than is obtained un- 
der normal conditions. The increased production 
had, of course, the effect of reducing the overhead 
charges per ton. If the second quarter of 19°3 had 
been included in the Commissicn’s report, the results 
would have been very different, because of the fact 
that there was a decided slump during that period 
in the realization on the steam sizes. 

You will note in Table 9, following page 18 of the 
Commission's report on “The Cost of Production of 
Anthracite Coal” that there was a loss of 28 cents 
a ton on the year’s business in 1922, notwithstand- 
ing the increased margin in the last quarter of that 
year. 

From this it appears that the increased 
profit to which the Commission has called at- 
tention was not due to higher prices, nor so 
far as can be judged now from any permanent 
condition, but resulted from an exceptional 
circumstance, the complete influence of which 
was to wipe out all profits for the year 1922. 


The Question of Reasonable Profits 

The question of what profits a business is 
“entitled” to make is not easily settled, for it 
usually leads into ethical speculations with- 
out boundaries or standards. In the business 
world it is customary to dispose of such ques- 
tions by comparison with the usual return in 
other investments, and by considering what 
would be the probable result to the public of 
arbitrarily restricting the return upon capital in 
a given industry or business helow the average 
In the long 
fun a rule must be sound ethically which 
Works out the best possible results to the com- 
munity; otherwise what is the end of ethics? 
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The average return upon capital is deter- 
mined by the supply of Lp tegeat: equipment 
as related to the demand for products. That 
is to say, if the demand for consumable goods 
presses upon the means of production, prices 
tend to rise and this creates a demand for 
more industrial equipment and the rate of 
compensation upon such investments tends to 
rise. This, and not the common folderol about 
the money supply, makes the interest rate. 
The compensation of capital, therefore, is not 
a matter that can be settled by theorizing, 
by joint debate, convention resolutions or the 
findings of a Commission, but is determined 
like other economic values in the market place. 


Reasons for Higher Capital Returns 

The war and disorganization of industry has 
depleted the capital supply, relatively if not 
actually, and available capital generally com- 
mands a higher rate. Wherever it is free to 
move it does so to take advantage of the op- 
portunities offered, and although capital in- 
vested in a mine cannot be transferred to an- 
other investment, it would seem to. be fair 
reasoning that its compensation should be 
judged from time to time by that received in 
other investments of like risks. Moreover, it 
is certain that new capital will not be added 
to that already invested in mining unless the 
rate of return corresponds to that obtainable 
elsewhere. Finally, throughout the business 
and industrial world there is recognition that 
the purchasing power of money has fallen and 
that every individual whose compensation in 
terms of money has not increased is worse off 
than before the war. The value of the divi- 
dends of these mining companies to their 
stockholders is in their purchasing power, just 
as the value of the wages paid to employes is 
in what they will buy. 


The average of prices in 1922, according to 
the tables, has been about 60 per cent above 
the level of 1913, and if the mining companies 
should realize an average increase of 60 per 
cent upon the pre-war tonnage profit, it would 
give them 56 cents per ton. So far as can be 
calculated from the Commission’s data, this 
would seem to be necessary to give them a 
real return equal to that which they received 
before the war. 


According to the Report, as quoted above, 
the direct labor cost of producing a ton of 
coal had increased since 1913 from $1.56 to 
$4.12, before the recent wage increase was 
made. 

Cost Differentials 

The Commission gives considerable discus- 
sion to royalties and the fact that owing to 
differing natural conditions mining costs are 
lower in some mines than in others. It says: 


« 
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‘From the repurts of the Commission’s examiners 
so far obtained it is not possible to generalize as to 
the average rate of profit on the aggregate invest- 
ment in the anthracite industry. The Commission 
finds that some of the lower-cost companies have been 
extremely profitable and have paid very large divi- 
dends even though their sales prices have been rela- 
tively low. It has found other companies with higher 
costs whose rates of return have been small and 
which have paid small dividends or no dividends at 
all, ‘but until the study of investment is completed, 
the evidence of dividend payments must be accepted 
as an indi¢ation rather than explicit proof of profits. 
In a number of important companies the outstand- 
ing capital stock represents but a small portion of 
the book value of the property. 


In short, the Commission found about the 
same conditions as to costs and profits as pre- 
vail generally in industry, although in mining 
natural advantages or disadvantages are a 
more pronounced factor. We have found oc- 
casion often to emphasize the fact that the 
differences in profits realized by different con- 
cerns in the same business are due to different 
costs rather than to different selling prices. 
As a general rule, products of the same char- 
acter and quality are sold in the same market 
at about the same prices. It seems that this 
is not uniformly true in the case of anthracite ; 
there are differentials in price which the Re- 
port says “constitute some recognition of the 
right of the public to share in the advantage 
of the lowest concern,” but these do not 
make the situation entirely satisfactory for 
various reasons noted, such as that the differ- 
efitials are not as great as they ought to be, 
that when the producing company grants them 
they are not always passed on by dealers to 
consumers, that when they are passed on they 
¢ause all sorts of confusion and vexation, and 
the results are not equitable because one con- 
sumer gets them and another does not. The 
independent operator gets the highest prices, 
and the results of inequality are described as 
follows : 

‘With coal leaving the different mines at two or 
more distinct price levels, one dealer in a community 
may be receiving coal at two or even three dollars 
a ton less than is paid for coal of the same quality 
by his competitors. In time of good demand the 
dealer who gets the lower-cost coal may allow his 
competitor who gets the high-cost coal to fix the 
price to the consumer, though often the practice of 
the dealer buying low-cost coal of adding the cus- 
tomary margin to his purchase price has been fol- 
lowed. This practice, however, results in widely dif- 
ferent prices to different consumers for coal of simi- 
lar quality, or in the equally vexatious advance in 
price to the same consumer later in the season if 
the dealer has to supplement his allotment of “com- 
pany” coal with some “independent” coal. An extor- 
tionate retailer needs only to cite the premium price 
he has paid.for a few carloads of independent coal 


as_a screen behind which no local authority can 
well go, far less an individual customer. 


Royalties 
_.About.one-third of the output of anthracite 
is. mined. under leases in which the operator 
ys the land-owner a royalty, ranging from 
12 cents to $1.50 per ton, the higher payments 
being on a percentage basis and resulting 
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from exceptionally high selling prices. The 
Report says: aac 


~ 


Among the independent operators the great bulk 3 


of the output—at least 70 per cent—is produced from 
leaseholds under royalty. Among the “rai 
companies the great bulk of the output is produce 
from lands in fee. Royalties are therefore not an 
important item in the cost of producing “com 
coal. They are an important element in the. cost 
producing “independent” coal. 8 

Very much has been said and written about 
royalties in public discussion of the anthracite 
problem, and it has been commonly represent. 
ed that they were an important factor in the 
prices of coal, and a particularly iniquitous 
feature of the situation. The Commission is 
“down on” royalties, but the facts given in the 
Report do not indicate that royalties have 
much to do with the price of coal. The prin- 
cipal producers have no royalties to pay, and 
they make the prices to which, in a general 
sense, all producers must conform. It is true 
that the independents get higher prices when 
they can but that is not because they have 
royalties to pay, for in some cases their 
royalties are the same whatever the selling 
price may be and where they are on a per- 
centage basis the rise of the royalty charge 
follows the price. 

As a matter of fact, it may be cheaper to 
pay royalties than to buy properties outright. 
The companies which acquired tracts of. land 
long ago have had their capital locked up 
all these years, while the operators who pay 
royalties have had no such investment. In 
principle royalty is the same as rent, and 
economists are practically agreed that, funda- 
mentally, rent is not a factor in prices. High 
rents are not the cause of high prices; on the 
contrary, the big sales and large profits that 
certain locations command are the basis“6f 
high rents. So the value of the coal produced 
from a certain tract of land depends upon lo- 


cation with reference to market ‘conditions, 


condition of extraction with reference to the 
character of the vein, competitive position, 
etc., and not upon whether it is mined by the 
owner or on a royalty. 


Vested Interests 


The argument against royalties is really 
an argument against all private ownership in 
coal properties, and the Commission acts mpon 
this view, for it links them together in sug> 
gesting the levy of a graded tax on royalties 
and differential profits. It says that this would 
not lower the price of coal, but would secure 
a public revenue without increasing the 









of coal. Of course all land values could ¢ 


wiped out by the same process, and there 


a good many people who advocate doing it. ke 


is easy to extend the policy of confisca 
once it is begun, which is something to t 
about before beginning. 
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_.the beginnings of settlement here. 





It might have been better if the anthracite 
lands had been retained or acquired by some 
public authority at the beginning of settle- 
ments in Pennsylvania, and likewise if the 
title to all the land on Manhattan Island had 
been kept in the ‘state or municipality from 
The fact 
is, however, that nothing was done in 
either case, and that down to this time private 
ownership has been the recognized and ac- 


_eepted policy, and that private rights have 


been established: The term “vested rights” is 
treated with a good deal of opprobrium in 
some quarters, except as individuals may have 
somehow acquired rights of that kind, but the 
principle that a person who ‘acts on the 
strength of a public policy long maintained 
acquires certain rights is recognized in all 
civilized communities. The leading exponents 
in England of the proposal to nationalize the 
coal mines agree that compensation should be 
given. 


In short, it is idle to talk about what policy 
should have been adopted toward these lands 
at the beginning. They have been private 
property since then; they have changed hands, 
some of them at higher prices than they 
would bring today if the interest value of 
the investment together with tax payments be 
teckoned. All*the elements of value consid- 
ered in this Report, such as the conditions 
which enable some properties to produce coal 
more cheaply than others and to command 
higher royalties, have been reckoned in selling 
Values. Hence most of the discussion about 
the injustice involved in equal prices for coal 
of the same quality produced at varying costs 
is aimless and futile. If the state should con- 
demn and buy the properties, by every prin- 
ciple of fundamental law it would have to pay 
more for the easily worked mines than for the 
Others because they are more valuable than the 
others, and in many instances doubtless have 
cost the owners more. 


Vague Theories 


Such questions afford the opportunity for 
much theorizing, some of it very plausible, 
but not worth while for all it leads to. The 
Report with almost naive earnestness refers 
te some of the troubles that develop from 
putting coals of the same quality in the same 
market at the same time at different prices. 


_ The business world doesn’t worry about such 


Matters very much, because it knows .that 
there are a great many rough approximations 
in the great volume of exchanges that make up 

business of every day. They know too 
that under the free play of economic forces 
there are a great many adjustments and com- 
Pensations- which the theoretical critics do 
Rot always take into account. - 
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There are a great many conditions in the 
present social organization that confessedly 
are not ideal. Nobody planned it as it is. It 
did not take shape under any control. It has 
developed loosely and very slowly, guided 
mainly by experience. Society refuses to be 
put into strait-jackets. People love liberty 
more than order, and will not have an 
ordered regime, laid out to eliminate all lost 
motion and waste. Proposals for fundamental 
changes generally fail of adoption, or if 
adopted fail to give the results promised. The 
private ownership of property has been main- 
tained because on the whole it is been thought 
to produce the best results, not merely for 
the owners but for everybody. It is possible 
to argue that coal property is different from 
other property, but it was acquired in the 
same way, and the differences are not so great 
as sometimes represented. Furthermore, the 
machinery of government does not work with 
such a degree of certainty as to afford even 
reasonable expectation that it would be able 
to make all the adjustments theoretically con- 
ceivable. . 


Private vs. Government Ownership 


It is worth something to know the worst 
that can happen even at the hands of such a 
monopoly as the anthracite “coal trust” has 
been represented to be. We have the showing 
of the report that in the settled period before 
the war, when for a number of years the in- 
dustry was free from strikes or other un- 
usual disturbances, the average margin of 
profit was 36 cents per ton, and that this, sub- 
ject to taxes, was the total return upon the 
capital investmient.. If the government could 
get the mines for nothing, and manage them 
through public officials without additional cost 
or graft, without creating soft jobs for political 
henchmen, and with the same degree of inter- 
est and ability given by the owners, this is 
about the reduction in the price of coal that 
might be accomplished. The Commission re- 
fuses to entertain the idea of government 
ownership. 

In contrast with the uncertainties attached 
to such a policy, consumers may consider how 
much trouble they are personally disposed to 
take to save 36 cents by buying coal early, 
or by some degree of co-operation in the cost 
of local distribution. The statements of the 
Commission indicate that prices in different 
cities having approximately the same freight 
rates from the mines show differences much 
greater than this sum. 

There are many features of the report upon 
anthracite to which we would like to give at- 
tention, but want of space forbids. he re- 
port upon the bituminous industry is of great- 
er importance, and we shall review it at an- 
other. time. 
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The European Situation 

Events have moved rapidly in Germany of 
late, with every sign that the crisis long-feared 
and almost unaccountably postponed is near 
at hand. The policy of passive resistance in 
the Ruhr was abandoned, with an explanation 
from the Prime Minister to the country that 
the central government could no longer sup- 
port it, and a formal surrender to the French 
Government. The depreciation of the cur- 
‘gency had run its course until it was almost 
disqualified for use as a medium of exchange. 
Farmers refused to receive it for their prod- 
ucts; nobody wanted it unless able to imme- 
diately it on for something of tangible 
value. Industry and all business, of course, 
were affected, increasing the amount of un- 
employment and leading to riotous demonstra- 
tions in many places. Government revenues, 
collected in the worthless currency, had be- 
come of insignificant consequence in meeting 
government expenses; the main reliance was 
in the efforts of the printing presses to turn 
out more currency fast enough to keep. pace 
with its declining value. 


The Reichstag, recognizing its own inability 
to cope with the situation, divided into par- 
ties and factions as it is, voted to suspend the 
constitution and give dictatorial powers to the 
Prime Minister. The significance of this may 
be gathered from the reply of the latter to an 
inquiry as to what the government would do 
if shooting began. He said: “We will shoot 
first.” It was recognized by all that the time 
had arrived when divided counsels and un- 
certainty about the exercise of authority might 
mean anarchy. Policies were no longer so 
important as the maintenance of authority. 


All pretence of sustaining the value of the 
mark or of using it as a measure of value in 
itself, were abandoned. A decree was issued 
making all taxes henceforth collectible at the 
gold rate of exchange, and plans have been un- 

er way for providing a new currency, secured 
by mortgages or other pledges. Undoubtedly 
the government appreciates the need of giving 
assurance of some felief from the intolerable 
conditions existing, but there is little reason 
for confidence that any reform of the currency 
can be accomplished without a settlement of 
the reparations question, and a foreign loan. 
With reparations settled, something like the 
~_ adopted in Austria might be put into ef- 

ect, but Germany will have no borrowing 
wer until the reparations claims are definite- 
y disposed of. 


The relations between the central govern- 
ment and the constituent states, threatening 
a break-up of the nation, the intense antagon- 
isms existing between the several political par- 
ties, and the general state of confusion and 
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disorder, all indicate that there has been no : 


effective authority in Germany and no 


national policy since the revolution. The coum 


try has been drifting, no political party or lead- 
ership having the power to formulate and 
carry out a constructive policy. 


America in a Conference 


A new development has come in the last 
week in the invitation, participated in by all 
of the allies, for the United States to aid in 
a conference, by naming either an official or 
unofficial delegate. It will be recalled that 
last December Secretary Hughes, in an ad- 
dress at New Haven, offered the suggestion 
of international co-operation in arriving at 
a determination of Germany’s ability to 
reparations and a plan therefor. The time 
was not ripe, for France had determined to 
fortify her position by the movement into the 
Ruhr. Recently, however, the British Goy- 
ernment, seizing upon a statement by Presi- 
dent Coolidge to the effect that the United 
States was desirous of giving aid in any prac- 
tical way, directed an inquiry to Secr 
Hughes as to whether this government would 
accept an invitation from all the allies to par- 
ticipate in such a conference as he had pro- 
posed, 


_ The reply of Secretary Hughes was highly 
significant in several respects. He said in 
part: 

It is believed that present conditions make it im- 
perative that a suitable financial plan should be 
evolved to prevent economic disaster in 
consequences of which would be world-wide. It is 
hoped that existing circumstances are propitious 
for the consideration of such a plan, inasmuch as 
the abandonment of resistance on the part of the 
German government will present a freer opportunity 
and an immediate necessity for establishing an eco- 
nomic program. The government of the United 
States is therefore entirely willing to take part in 
an economic conference in which all the European 
allies chiefly concerned in German reparations for 
the purpose of considering the questions of the ca- 
pacity of Germany to make reparation payments and 
an appropriate financial plan for securing such pay- 
ments. t 


He then proceeded to say that the United 
States had no desire to see Germany relieved 
of her obligations, but that in the effort to at- 
tain the end in view “regard must be had to 
the capacity of Germany to pay and to the 
fundamental condition of Germany’s recupera- 
tion without which reparation payments wi 
be impossible.” 


Reservation As to Debts 


He added that “such a conference should be 
advisory; not for the purpose of binding 
ernments who would naturally be unwi 
to pledge their acceptance in advance, but 
assure appropriate recommendations by % 
thoroughly informed and impartial body intent 


upon the solution of the difficult pending prob 


lems upon their merits.” 
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He then goes on to lay down one condition 
icularly affecting the United States, to-wit, 
that the subject of the indebtedness of Eu- 
ropean governments to the government of the 
United States shall not be taken up. In doing 
so he repeats from his New Haven address the 
reasons why they could not be with propriety 


’ considered. 


The matter is plain enough from our standpoint, 
The capacity of Germany to pay is not at all affected 
by any indebtedness of any of the allies to us. That 
indebtedness does not diminish Germany’s capacity, 
and its removal would not increase her capacity. 
For example, if France had been able to finance her 
part in the war without borrowing at all from us, 
that is, by taxation and internal loans, the problem 
of what Germany could pay would be exactly the 
same. Moreover, so far as the debtors to the United 
States are concerned, they have unsettled credit 
balances, and their condition and capacity to pay 
cannot be properly determined until the amount 
that can be realized on these credits for reparations 
has been determined. 

The administration must also consider the diffi- 
culty arising from the fact that the question of these 
obligations which we hold, and what shall be done 
with them, is not a question within the province 
of the executive. Not only may Congress deal with 
public property of this sort but it has dealt with it. 
It has created a commission and instead of giving 
that commission broad powers such as the adminis- 
tration proposed, which quite apart from cancella- 
tion might permit a sound discretion to be exercised 
in accordance with the facts elicited, Congress has 
placed definite restrictions upon the power of the 
commission in providing for the refunding of these 
debts. 

He does not leave the matter there, how- 
ever, but adds a paragraph which gives some 
basis for hope that this country may make con- 
cessions upon the indebtedness, if such are 
found to be necessary for the restoration cf 
order and prosperity in Europe. He says: 

It is hardly necessary to add, as it has frequently 
been stated by the government of the United States, 
that while the American people do not favor can- 
cellation of the debts of the allies to the United 
States or of the transfer to the people of the United 
States of the burden of Germany’s obligations, di- 
rectly or indirectly the government of the United 
States has no desire to be oppressive or to refuse to 
make reasonable settlements as to time and terms 
of payment, in full consideration of the circum- 
stances of the allied debtors. It may be added that 
the establishment of sound economic conditions in 

pe, the serious reduction of military outlays, 
and the demonstration of a disposition of European 
peoples to work together to achieve the aims of 
Peace and justice will not fail to have their proper 
influence upon American thought and purpose in 
connection with such adjustments. 


This is not a promise, and the Secretary of 
State has made it clear that no authority short 
of the Congress possesses authority to make 
a promise, but we believe it to be a safe 
assumption that the government and the peo- 
ple of the United States have no desire to be 
oppressive or to refuse to make reasonable 
settlements as to time and terms of payment, 
in full consideration of the circumstances of 
the allied debtors. 


Interests of the United States 


_The United States is greatly interested in 
own behalf in the settlement of the repara- 
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tions questions and in getting world trade back 
upon a normal basis. While it is strictly true 
that the indebtedness to the United States 
Government should not be a factor one way 
or the other in determining Germany’s ability 
to pay reparations, it is undeniably true that 
the inability of Germany to reimburse France 
for her heavy expenditures in the devastated 
districts would affect the latter’s ability to dis- 
charge her debt to the United States. And 
the same reasoning would apply to the other 
allies indebted to this country. The Secre- 
tary gives recognition of this, and indicates 
that the United States may be expected to 
take it into account. 


It is true furthermore that this country never 
yet has seriously considered all that is involved 
in the collection of this indebtedness. It is safe 
to say that few of our people have reflected 
upon the difference between ordinary payments 
upon indebtedness between residents of the 
same country and payments of huge sums from 
one country to another. In its position as 
creditor this country is in a like position to 
that of the allies seeking to collect reparations 
from Germany. Ina recent speech Prime Min- 
ister Baldwin of Great Britain pointed out that 
Germany must have exports not only large 
enough to cover every reparation payment, but 
must first have exports enough to pay its 
necessary imports. He said: 


“We have to remember,” he said, “that whatever 
those reparations are, ber the amount great or be it 
small, those reparations can only be paid by the 
trade balance of Germany. That is, by her balance 
of exports. Moreover, as Germany lost under the 
peace treaty much territory from which she used to 
draw food and raw materials, she must import sub- 
stitutes and must export more to pay for these. So, 
when we do get reparations they can only come out 
of an enormously increased export trade, and if Ger- 
man reparations are to stand at some such figures 
as 100, 125, or 160 million pounds sterling a year, 
the kind of figure that has been envisaged, you have 
got to remember that every pound of that has been 
needed in the purchase of increased food and im- 
ports and has to be exported somewhere. 

“The question is, where are these exports going? 
Which makes me think that sometimes in interna- 
tional indebtedness it is not wholly beneficial neces- 
sarily to be a creditor. Now, I believe theoretically, 
in fact I may say I am sure that theoretically, in the 
course of time matters would adjust themselves. 
They would adfust themselves more swiftly if there 
had been in the world such growth of world trade as 
occurred, for instance, at the time of the great gold 
discovery, but there is little sign of that today. And 
if there be not sufficient expansion of world trade to 
absorb this surplus of exports quickly these exports 
will come to be a detriment to every industrial country 
in the world. The chief industrial country is ours. 
The country with the most open markets is ours, and 
we shall be the shock absorbers for the whole world.” 


In the same speech Mr. Baldwin gave no- 
tice that if there was any danger that the ac- 
cumulated stocks of the Ruhr might be 
dumped on the British markets, he “had no 
doubt that Parliament, whatever party may 
he in power, whatever pledges mav be given, 
will take steps to see that no trading of that 
kind is allowed,” 
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The Situation Abnormal 


We gave a month or two ago a cable mes- 
sage telling of the protest of British farmers 
against the sale of German potatoes in the 
London market. Sentiment in France is the 
same and it would quickly develop in this 
country if it became evident that goods from 
Great Britain or any of the allied countries 
were coming into this country in such quan- 
tities as to lessen the demand for our own 
products. The question is not the same as that 
presented in the ordinary arguments over pro- 
tection and free trade. Believers in both these 
doctrines alike recognize that the worst diffi- 
culties arise from constantly changing policies. 
Stability is more important than anything else. 
Indebtedness arising in normal trade presents 
no serious difficulties, but these debts did not 
arise from normal trade, and present a prob- 
lem wholly different from that presented by 
an ordinary trade balance. A great influx of 
goods to pay them would disorganize our own 
industries. The instincts of business men in 
this respect ‘are sound, but in acting in ac- 
cordance with them this country is placed in 
the position of insisting upon the payment of 
immense sums and at the same time refusing 
to take them in the only way in which they 
can be paid. This is not to say that the debts 
Should be cancelled outright, but simply that 
they present a very complex problem, and that 
this country may well study the mutual in- 
terests involved. 


Danger in Delay 

The promise, now assured of realization, 
that a conference will be held with new par- 
ties present, is encouraging, but there is dan- 
ger in delay. Although Germany is now us- 
ing foreign money to a great extent and bas- 
ing all calculations upon gold values, it is 
difficult to see how business can proceed upon 
the scale necessary to keep the working peo- 
ple employed in the present state of uncer- 
tainty. Germany has surrendered, so far as 
the Ruhr controversy is concerned, and has 
offered in advance to abide by the decision of 
the conference. Of course no agreement 
amounts to anything unless it is possible of 
being carried out, and it is evident that some- 
thing like normal financial and industrial con- 
ditions must be re-established in Germany be- 
fore reparations payments can be resumed on 
any scale of importance. 

There is little time for an intensive original 
study of German resources, but that should 
not be necessary. Given time for Germany to 
reform her currency and balance her budget, 
she probably will be able to produce quite as 
much as other countries will be ready to re- 
ceive from her. It must not be overlooked 
that there is a real problem in finding mar- 
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kets for goods upon the scale of reparation 
payments that has been in contemplation,» ~ 
ee : 

A conference of the premiers of the British 
dominions has been holding sessions in Lom 
don during the past month, for the considera: — 
tion of subjects of mutual interest. The three 
broad questions announced in advance were 
Empire Settlement, Financial Co-operation 
and Imperial Preference. The premiers of 
Canada, Australia, New Zealand, South Africa 
and Newfoundland were present, the Minister 
for Industry and Commerce of the Irish Free 
State, several representatives for India, am 
the Under-Secretary in London for the Crown 
Colonies. The Premier of Great Britain of 
course has been in attendance and the prest 
dent of the Board of Trade. The latter is re- 
ported as opening the conference with a speech 
in which he set forth various ways in which the 
several parts of the empire might co-operate 
for their mutual advantage. 

He said that the resources of the British 
Empire were as great as those of the United 
States, and suggested that Great Britain and 
the Dominions together were capable of realiz- 
ing a development comparable with that which 
had been seen in America. That development, 
he thought, would come, in any case, in the 
fullness of time, but he pressed that it should 
be anticipated. By a bold and business-like 
policy of accelerating the development of the 
Empire and its resources, he contended, th 
would find immediate relief in present di 
culties and bring about a greater and quicker 
increase in the wealth and strength of all parts 
of the Empire. : 

Mr. Bruce, the Prime Minister of Australia, 
made a long speech advocating in strong terms 
imperial preference, and particularly urging 
a policy by which the agricultural and meat 
products and raw materials of the dominions 
would have a first chance in the markets oa 
Great Britain after the home production. Mf. 
Bruce has been the outstanding advocate of 
this policy, which is one to which there is very 
pronounced opposition in England. The old 
Liberal Party will not hear to it and the 
Labor Party is vigorously against it. On the 
other hand, the farmers of England are clamor 
ous for protection, and are able to accept the 
Bruce proposal, as it would give them fitst 
claim on the market. Agricultural unrest i 
as rampant in England as in the United States — 
or anywhere else. 

The present government in Great Bri 
went in under a pledge not to make any 
terial change in the tariff policy. It has, 
ever, submitted to the conference a statement 
of its intention to diminish in some cases 
take off entirely certain duties upon @ 
fruits in which some of the dominions are’ 
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terested, leaving the duties still in force in 
their application to imports from outside the 
dominions. Also of an undertaking that a cer- 
tain preference in favor of sugar produced in 
‘the dominions will be continued for ten years. 
These are not very large contributions, judged 
_ on the scale of Mr. Bruce’s proposals. 


The Canadian Attitude 


Mr. Mackenzie-King, Prime Minister of Can- 
ada, while stating that Canada is admitting 
British products by a preference of about one- 
third, and manifesting a positive desire to co- 
operate in helpful relations, is quite pro- 
nounced and candid in his position that Can- 
ada is very much of a nation all by herself, and 
wants to be quite free to manage their own 
affairs. Apparently while ready to co-operate 
he does not want any binding agreements or 
any overhead authority. In a speech at To- 
tonto before leaving Canada for London, he 
indicated the position he expected to take, by 
saying: 

I have thought it well to say little, as Canada has 
no question to raise. We do not desire any change 
in our constitutional relations with Great Britain or 
with the other British Dominions. We are satisfied 


a with the present position and do not think that this 
is the time to raise new issues. 


Speaking before the Canadian Club in Lon- 
don, he is quoted as follows: 


Referring to the halibut fisheries treaty between 
the United States and Canada, Premier Mackenzie 
King argued that the agreement was of concern only 
to those two countries and that in having it signed 
by the Canadian. Minister of Fisheries there had not 
‘been the slightest intention to show any discourtesy 
to the British Ambassador at Washington. He then 
continued: : 

“We feel that so far as domestic affairs are con- 
cerned we have full right to self-government. We 
feel that in regard to matters of trade and tariff we 
have the right to negotiate with our neighbors or 
with any country. It did not take away from the 
prestige of the British Crown that a Canadian Min- 
ister should have authority from the Crown to sign 
with a plenipotentiary power on a matter that re- 
lated exclusively. to his own country.” 

Where, however, other parts of the empire were 
concerned, Mr. King that no one unit should 
take any steps without the full concurrence and con- 
sent of the others. When a question of high poli- 
tics was involved, he said, it would be adding to the 
prestige of the empire to see that the signature was 
Tepresentative of the empire as a whole. 


The Union of South Africa 


The Cape Town correspondent of the Lon- 
don Times in a letter to that journal about the 
departure of General Smuts for the confer- 
ence, said: 

_ General Smuts goes to the Conference to insist 
that Dominion status must be recognized as a real- 
ity, and that there must be no altempt to go back 
on it. He and his followers in South Africa believe 
that the one thing which can make dissolution. of 
the Empire possible—even inevitahle—is any attempt 
to insist on the “parental control” of Great Britain. 
_ The representatives of India contributed to 
_ the discussion on imperial preference a state- 
_ tent that India had embarked on a policy of 
industrial development and wished to reserve 
‘the privilege of providing such protection as 


“Was deemed advisable. 





































































I Oe ee ig ee Serta wy 


November, 1923 


The general range of discussion has indi- 
cated that the British population in all the 
dominions is thoroughly loyal in sentiment 
to the mother country, but more intensely 
loyal to their own countries and intending as 
a rule to consider first their own interests. 


British Manufacturers 


The Federation of British Industries, an 
organization of manufacturers in Great Brit- 
ain, has submitted to the home government a 
report recently adopted upon the subject of 
trade within the empire which is pertinent to 
the proceedings of the conference. It says: 


They [the Federation] deprecate the tendency in 
certain quarters today to adopt the attitude that the 
economic difficulties of this country can be entirely 
solved by rapid and considerable development of 
trade with the Dominions, and that in Empire mar- 
kets will be found the means of restoring trade lost 
in‘ other parts of the world. On the evidence of 
trade statistics alone, they hold such an assumption 
is untenable. 

For instance, British export figures show that the 
ratio of Imperial to foreign trade has remained prac- 
tically constant over the period 1918-1922. Thus the 
total United Kingdom exports in 1922 were 68.9 per 
cent. of the pre-war figure: the total exports to the 
Hmpire being 70 per cent of pre-war, as* against a 
total for foreign countries of 68.2 per cent. They 
point out that many of our existing manufactures 
being intended for a white population in a state of 
high civilization it is useless to expect that the rela- 
tively small white population of the Empire, however 
high its individual purchasing capacity per head, can 
take the place of our European markets as consum- 
ers of British goods in any near. future. 

The Federation are driven to the conclusion that 
a full development of inter-Imperial trade is to a 
large extent dependent upon the restoration of nor- 
mal conditions in other parts of the world, which in 
the past have been large purchasers from the Domin- 
ions; in other words, that the Empire cannot be 
taken as a separate entity or a self-contained unit, 
but that its trade is internationally interdependent: 
and that, for instance, until Europe has made some 
progress towards recovery the volume of inter- 
Imperial trade cannot be expected to grow as rapid- 
ly as is desired. 


The proposal for imperial preference is of- 
fered at an opportune time, for Great Britain 
is suffering so much in her home market from 
the. competition of continental countries with 
depreciated currencies that there is strong 
sentiment in favor of the principle of protec- 
tion, which of course must be put into effect 
before any preference can be given in the 
British market. 

Prime Minister Baldwin in a recent speech 
startled political circles by saying: 


If we go pottering along as we are we shall have 
grave unemployment with us to the end of time, and 
I have come to the conclusion myself. that the only 
way of fighting this subfect is by protecting the 
home market. I am not a clever man. I know noth- 
ing of political tactics. But I will say this: That, 
haying come to that conclusion myself, I felt the only 
honest and right thing as leader of a democratic 
party was to tell them at the first opportunity what 
I thought, and submit it to their judgments. 


It is certain, however, that the government 
will not attempt to use its present majority to 
carry out such a purpose, but would feel ob- 
ligated by the platform on which it came into 
power a year ago to hold another election first. 
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There are Good Investments for You | 
Among Our November Offerings 4 


* . "THERE is a fine distinction between good investments, and good invest- 
ments for you. Every investor should aim to buy securities that will meet 
his particular requirements as to security, marketability, maturity and yield. 
Our November offering circular and the counsel of the National City invest- 
ment organization give you the opportunity for such personal-need selection, 


“The following hig!-grade bonds listed in the circular indicate the diversified 
character of our current recommendations: 


Due Aedes 
1928-46 opt. 1938 4.20 
1932-34 4.45 
1943-54 4.45 
1934-45 4.45-4.40 
1943 5.20 
Pere Marquette Ry. Co. 1st Mtge. Series A 5s 5.40 
Pacific Gas & Electric 1st and Ref. 544s 5.80 
Kansas City Gas Co. Ist Mtge. Series A 6s 5.85 
Cleveland, Cincinnati, Chicago & St. Louis Ry. Deb.44%2s 1931 5.% 
Consumers Power Co. Ist Lien and Unifying 5s 1952 5.95 
Port Arthur Canal and Dock ist Mtge. 6s 1953 6.10 
Republic of Cuba 30 year Ext. 8. F. 54s 1953 6.10 
So. California Edison Ref. Mtge. 6s 6.12 
Chile Copper Co. Conv. Coll. Tr. Series A 6s 6.25 
Cuba R. R. ist Mtge. 5s 6.25 
Kingdom of Norway 20 year Ext. S. F. 6s 6.55 
Youngstown Sheet & Tube Co. 20 year Deb. 6s 6.60 
Associated Oil Co. 12 year 6s ’ 6.60 
Republic of Haiti Ext. 30 year S. F. 6s 6.5% 
Northern Ohio Traction & Lt. Gen. & Ref. Series A 6s. . 6.70 
6.75 
6.85 
6.89 
7.40 


Offered subject to prior sale and change in price. 
Our complete November listof more than 70 recommendations will be sent 


to you on request. If you would.also value the personal aid of an experi- 
enced bond man, our nearest office will be glad to send one to see you. 


THE NATIONAL CITY COMPANY. ff 


Uptown Office: 


National City Bank Building e 42nd Street & Madison Ave 
New York New York 








Offices in more than fifty leading cities throughout the World. 
































